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THE INCOME TAX IN ENGLAND. 

BY THE EIGHT HON. SIR JOHN LUBBOCK, BART., ST. P. 



The origin of taxes in Britain is shrouded in mystery. We 
had a coinage in Kent at least a century before the advent of the 
Romans, so that there was probably some rude system of taxation, 
though no doubt the chiefs lived for a great part on the produce 
of their own lands. Under the Romans, taxes appear to have been 
levied in kind, usually a tenth of the produce. The cattle were 
taxed at so much a head, and there was also a poll-tax on indi- 
viduals, the human beings.* 

Under the Saxons, the king received, in each shire, a con- 
tribution from the produce of the public or folk land, and this, 
with certain fines, was, during peace, sufficient for the mainte- 
nance of the Court. Additional taxes were imposed from time to 
time by the " Witenagemot," the shire forming the unit of rat- 
ing, and being assessed according to the number of hundreds it 
contained. 

Under the Normans no new form of taxation was at first imposed . 
The king continued to derive his revenue mainly from the 
demesne, which was originally of vast extent and amply sufficient 
for all ordinary purposes, amounting, according to Domesday 
Book, to no less than 1,400 manors or lordships, besides farms 
and lands in Middlesex, Shropshire, and Rutland. In addi- 
tion to this revenue, the Crown had certain rights; for 
instance, Purveyance, the right to impress carriages and horses 
for removals; pre-emption, the right to purchase provisions, etc., 
at a fixed price; and prisage, the right to take one or two casks, 
according to the amount of the cargo, from every vessel arriving 
at port. 

* See Dowell's History of Taxation. 
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The rights and fines accruing to the Crown under the feudal 
system also brought in a considerable revenue. The danegeld, 
or land tax, first imposed in 991, on the advice of Arch- 
bishop Sijeric, as an exceptional mode of raising a sum to 
bribe away the Danes, was reimposed by William the Conqueror 
in 1084, in consequence of an apprehended attack by Sweyn, at 
the rate of seventy-two pence for every hyde of land, and was 
subsequently continued at varying rates as a regular source of 
income. Scutage, or shield-money, was a sum levied by Henry, 
in lieu of military service, at the rate of £1 6s. 8d. on the fee 
of £20 annual value. 

In 1194 a tax resembling the danegeld was levied on the caru- 
cate, or plough land, a " carucate " being the amount which could 
be ploughed by one " caruea," or plough, in a season. It was 
first levied at 2s. the carucate, and subsequently at different rates. 

The cities and towns did not pay danegeld, but were assessed 
for an " auxilium," or aid, which was at first irregularly charged ; 
but after the danegeld was discontinued, in 1163, it was placed 
on a more regular footing, and charged on all tenants, rural and 
suburban alike, and termed a "tallage." 

Henry II. introduced an additional form of general tax, in 
which the other forms of general taxation were merged. This 
affected all movable property, and was first introduced on the 
occasion of the Saladin tithe in 1133. The contributories were 
required to pay so much in the pound on the value of their prop- 
erty, and were compelled to take an oath that they had made a 
correct return. The ordinance imposing the tax was made at Le 
Mans, after Henry had taken the cross. It provided that 

" Every one shall give the tenth of his rent and moveables. Except, in 
the case of knights, their arms, horses, and clothing ; and in the case of the* 
clergy, their horses, books, and clothing and vestments, and church furni- 
ture of every sort; and except the jewels of clergy and laity." 

By subsequent provision the clergy and knights who had taken the 
cross were exempted. 

This method of taxation by fractional parts of movables con- 
tinued for about a century and a half. " Tallages " also fell into 
disuse after the reign of Edward III. 

The origin of customs duties is unknown, and during the 
Norman kings the trade of England was so small that the revenue 
derived from them was insignificant. Gradually, however, they 



152 THE NORTH AMERICAN REVIEW. 

became more important, and attempts were made to raise the rates. 
These were resisted as being in contravention of Magna Oharta, 
but eventually they received legal sanction in the Statute of the 
Staple in 1353. 

In 1377 a " tax unheard of before," was imposed by Parlia- 
ment, which took the form of a poll-tax graduated chiefly accord- 
ing to rank, though partly according to property. Dukes* had 
to pay £6 13s. 4d. ; earls, £4 ; barons, £2 ; knights, £1 ; squires, 
6s. 8d., or, if they had no land, 3s. 4d. Beggars were exempt. The 
Lord Mayor of London was rated as an earl, aldermen of London 
and mayors of other towns as barons. Yet the whole amount 
collected was under £25,000 ! The poll-tax having failed, the 
country reverted to the previous system of granting fifteenths and 
tenths. 

The first indication of an income tax occurs in 1435, when an 
act was passed imposing a tax on every person " seized of manors, 
lands, tenements, rents, annuities, offices, or any other possessions." 

But although we have here the idea of income tax. yet this 
mode of raising a revenue is generally considered to have been in- 
troduced by Pitt, in 1799. The rate was 10 per cent., and it pro 
duced about £6,000,000. After the peace of Amiens, Addington 
repealed it on the ground that it ought to be exclusively reserved 
for times of war, but reimposed it, for the same reason, when the 
war broke out again in the following year. It was very unpopu- 
lar and was repealed in 1806, as soon as possible after the close 
of the great war. 

The tax was reimposed by Peel in 1842 for four years, his 
object being " to relieve trade and commerce from the trammels 
by which they were hampered and bound " by repealing other 
taxes in his opinion more injurious. We were, however, over 
and over again promised that it should be only temporary, and 
it is still only imposed from year to year. 

It was and still is divided into five branches or schedules. The 
first, or Schedule A, touches income from land and houses, based 
on the rent. The second schedule (B) is that which deals 
with rent, but while the measure of charge is one-half in England, 
it is only one-third in Scotland and Ireland. If the profit proves 
to be more, the Crown has no right to a surcharge ; but if they 
are less, the farmer may claim a rebate. The difficulty, how- 
* See M. S. Buxton's Finance and Politics. 
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ever, of establishing this is so great that the privilege is of no 
great value. Schedule deals with income from any public 
revenue, imperial, colonial, or foreign. Schedule D refers to 
incomes from professions, trades, and any income not included 
otherwise. It is subdivided into : 

1. Profits from trade, manufactures, and commerce. 

2. Profits from mines. 

3. Profits from ironworks. 

4. Profits from railways. 

5. Profits from canals. 

6. Profits from gasworks. 

7. Profits from quarries. 

8. Other profits. 

Profits from trade, manufactures, and commerce, professions 
and occupations are charged upon the average of the last three 
years. Schedule E has reference to persons in the employment 
of the state or in other public employments of profit. Lastly it 
must be mentioned that there are some important exemptions, 
as, for instance, small incomes, charities, etc., and various abate- 
ments. 

The tax is deducted by banks and companies before the div- 
idends are paid, and, so far as individuals are concerned, is due 
en bloc on the 1st of January. 

It may be interesting to compare the amounts assessed under 
each head with those of ten years ago. 

1882 1892 

Schedule A 190,S00,'000 201,000,000 

B 68.800,000 58,000,000 

C 39,900,000 39.700,000 

" D 267,000,000 362,000,000 

E 34,700,000 49,500,000 

Schedule total 600,900,000 710,200,000 

Schedule B shows how severely agriculture has suffered, and 
the same tale is told if we divide Schedule A into land and houses: 

1882 1892 

Loud 68.800,000 57,400,000 

Houses , 121,000,000 143,000,000 

On the other hand, notwithstanding many difficulties, under 
our Free Trade system, our commerce continues to flourish. 

The amount produced by the tax, which then stood at six 
shillings in the pound, was £13,800,000. The income tax can 
only be defended on principle as long as it is kept within very 
moderate limits. It is open to two great objections : Firstly, be- 
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cause it falls equally on temporary and permanent incomes ; and 
secondly, because the same rate is imposed on income derived 
from individual exertion as on that from real property. Various 
suggestions have been made with the view of rendering the tax 
more fair. The late Lord Addington attempted to do this by a 
number of allowances ; for instance, 8i per cent, from land, 15 
per cent, from houses, 33 per cent, from industrial incomes, 20 
per cent, from metals, 10 per cent, from earthy minerals, etc. 
Yet even these numerous and varied adjustments would not meet 
the abstract justice of the case. Take, for instance, that of houses : 
15 per cent, may be a fair allowance for repairs, insurance, etc., 
on houses as a class, but in parts of the country where building 
materials are of great durability the repairs may amount to no 
more than 5 per cent., while in others they reach to 20 per cent. 
It is no consolation to the houseowner who has an allowance of 
15 per cent, for outgoings which amount to 20 per cent., that 
another houseowner, whose repairs are only 5 per cent., has the 
same allowance of 15 per cent. Moreover, so far as the above 
mentioned suggestions are concerned, they leave untouched the 
great differences between different life tenancies, especially 
those arising from age. Even in Schedule D, there are the great- 
est differences between different industrial incomes. Dr. Farr, 
indeed, who advocated such a course as equitable, added that he 
should not make any " allowance in large concerns, such as the 
great breweries, any more than I would with the Bank of Eng- 
land, because I should regard the businesses with a large good-will 
as nearly equivalent to houses or perpetuities." But who is to say 
when large breweries end and small ones begin ? How can you 
tax one bank, and not another ? Every one knows perfectly well 
that some kinds of business are much safer than others, and that 
this is the case even in the same trade ; yet to apply this practi- 
cally would be utterly impossible. 

Any system involving a general remission to all in- 
comes derived from trades and professions would grant the 
same boon to the sleeping partner in a great firm as to a hard- 
worked country doctor, whose income is dependent on his health, 
and must therefore be more or less precarious. And yet no 
mode of dealing with the income tax which leaves these inequali- 
ties uncompensated can be defended on the ground of abstract 
justice. The truth is that the inequalities within each class are 
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as great as those between the different classes. No changes, 
therefore, which merely deal with the relative rates of tax, or of 
allowances, can render the income tax equal in its incidence or 
just in itself. 

I now pass from those who would deal with the different 
schedules to those who propose to consider the income-tax payers 
as individuals. To do this effectively would require the most 
inquisitorial proceedings ; it would be very expensive ; a host of 
commissioners must be appointed, armed with full powers to in- 
quire into every man's circumstances, his age, health, etc., etc. 
Moreover, we are met at once by the fundamental consideration 
that any such course involves practically, not the amendment, 
but the abandonment, of the income tax. Mr. John Stuart Mill, 
for instance, would exempt savings. He said : 

" I would tax the income ; what I would exempt would be the invest- 
ment itself. I would not tax the investment, and then the income derived 
from it : in fact, I would make the tax a tax upon expenditure, and not 
upon income." 

Here we have the plain admission that this is no question of 
amending the income tax, but of replacing it by one of expen- 
diture ; as to which I will only remark in passing that, while in 
principle there is much to be said in favor of encouraging 
economy, it must be remembered that already a great portion of 
our present taxation — the customs and excise duties, as well as 
the assessed taxes — are taxes on expenditure ; and one recom- 
mendation of the income tax is that it introduces variety into 
our system. Moreover, Mr. Mill himself admitted, in answer 
to a question from Sir C. "Wood, that it is impossible practically 
to exempt actual savings ; all you can do is to make an allowance 
for what you consider that people ought to save — unfortunately a 
a very different thing. 

These and other suggestions were carefully considered in 1861 
by a strong committee of the House of Commons, who reported 
that they felt 

" so strongly the dangers and ill-consequences to be apprehended from an 
attempt to unsettle the present basis of the tax, without a clear percep- 
tion of the mode in which it is to be reconstructed, that they are not pre- 
pared to offer any suggestions for its amendment." 

They added that they were 

"brought to the conclusion that the objections urged against it (the tax) 
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are objections to its nature and essence rather than to the particular shape 
which has been given to it." 

Mr. Gladstone has stated that in his opinion, though the tax 
was " an engine of gigantic power for great national purposes," 
there are " circumstances attending its operation which make it 
difficult, perhaps impossible, or at any rate not desirable to 
maintain it as a portion of the permanent and ordinary finance." 

Going through each schedule, he endeavored to show that any 
attempt to change the basis of the tax by charging it, not merely 
on the amount, but on the durability and the source of the income, 
would be "beyond the power of men to conduct with satisfac- 
tion." Class merged into class, schedule into schedule, income 
into income, and there were no natural lines on which an 
average of classes could be taken or on which it could be 
said that this income was durable, that uncertain, this part de- 
pended on brains and sinews, that part came without an effort. 
In a rough and ready way, the proportionate weight between pro- 
fessional and property incomes was, he argued, fairly satisfactory. 
To attempt to change the basis of the tax would be to break it 
up ; and it was impossible to " break up the basis of the tax " 
without rendering the tax unfit " for service on an emergency," 
and without "throwing the whole finance of the empire into 
confusion." Repeal the tax, if you like, cried he, but do not 
destroy its utility.* 

And at the general election of 1874 he placed the repeal of 
the income tax in the forefront of his address to the country, 
intending, as I understand, in some measure to replace it by a 
rearrangement of the death duties. His appeal was, however, re- 
jected by the country, and during his subsequent years of office 
he has not scrupled to raise the tax when he has required addi- 
tional revenue. We must, then, recognize it as a permanent por- 
tion of our fiscal system, but, though I am not in favor of the 
plans hitherto proposed with a view of placing it on a fairer foot- 
ing, still it is impossible not to feel that there is much force in 
the objections raised against it. And I hope, therefore, that the 
tax will always be kept within moderate limits. 

John Lubbock. 

* See Buxton, Finance and Politics. 



